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Campbell Questions CBO Director on Budget Outlook

  

WASHINGTON, D.C. – The House Budget Committee held a hearing on Wednesday, February
13th, featuring testimony from Congressional Budget Office (CBO) Director Douglas Elmendorf,
on the CBO’s Budget and Economic Outlook. Among other topics, Committee Members had the
opportunity to question the CBO Director on the state of the economy, the ratio of GDP to debt,
Sequestration, and tax code reform.

 Representative John Campbell (R-CA), questioned Director Elmendorf on the components of
America’s looming debt crisis, the steps and timing necessary to avoid a European-like fiscal
collapse, the long-term negative consequences of not implementing the Sequester cuts, and the
fact that “loophole” closing proposals made by Democrats must include deductions every
taxpayer uses if they are to make any noticeable impact on the deficit.

  

Campbell to CBO Director: We're in a Budgetary Pickle
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http://www.youtube.com/watch?v=LzsJHf3K1nQ&amp;feature=youtu.be
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Click to Watch Video  Rep. Campbell states that it’s best to get the budget to balance gradually over 10 years.Ignoring the budget or even fixing it too quickly may bring on collapse.Campbell: Right. So, if we were to try to decide to try and fix this whole budget deficit intwo years…or if we were forced to do it by debt crisis…that would plunge the countryinto recession, unemployment would go up - worse than it is today, bad things…Elmendorf: Yes, Congressman.Campbell: OK, so we don't want to do that. But, if we ignore it, or if we only deal withjust a little bit of it, and the deficit goes on as you show in the baseline or even worse inthe alternative scenario, then we risk never getting to our potential growth. And,potentially, we could have that debt crisis where a few years from now we have to makethat kind of overnight contraction.Elmendorf: Yes, Congressman. That's a risk, absolutely. Switching to the Sequester, Rep. Campbell points out the while Sequestration cuts may havenegative short-term impact, but not cutting spending is much worse.Campbell: Mr. Van Hollen talked about the Sequester and replacing it with one year cutsover something that will be over 10 years. If you were to replace the Sequester withwhatever…just a similar amount of other spending cuts and/or tax increases thatmatched year for year what the Sequester is. And, I understand the composition wouldhave something to do with it, but if you do $100 billion of fiscal contraction, there’s somenegative impact upon the economy no matter where that fiscal contraction comes from?Elmendorf: Yes, I think that’s right, Congressman. You are right that the timing is criticalfor the economic effects; the composition can also matter depending on just how youand your colleagues do it.  Campbell: Right. But, if we put it off, we are putting off the problem that we’ve justdiscussed we have to deal with. Finally, CBO Director Elmendorf confirms Rep. Campbell’s assessment that proposals to raisetaxes made by Democrats are hollow and ineffective if they do not close all the tax “loopholes”,including those affecting health insurance, IRAs and retirement plans, and home mortgageinterest.Campbell: One final thing on tax expenditures…I hate that term and I know youeconomists like it, but let’s just call it tax deductions, credits, whatever. Are not the vastmajority of those…if you look at home mortgage interest, charitable contribution, IRAs,401ks, other retirement plans, and health care…isn’t that where…I mean if you reallywanted to make a big impact, you’d have to go into those things, would you not?Elmendorf: Congressman, you’re absolutely right. Those are the largest components.How big an impact one could make dealing with other pieces, we haven’t quite assessed.But, in this nice chart we had last year, the single largest tax expenditure relates tohealth care. Principally, the exclusion of health insurance from taxable income. Thesecond largest involves pensions, and the third largest involves mortgage interest. For a link to the House Budget Committee Hearing on the CBO’s Budget and EconomicOutlook, visit: http://budget.house.gov/hearingschedule2013/hearing262013.htm  ###  
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